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REPORT  OF  A  COMMITTEE  OF  THE  CITY  CLUB  ON 
THE  BILL  OF  ASSEMBLYMAN  YALE,  PROVIDING 
FOR  PENSIONS  FOR  CERTAIN  CLASSES  OF  CITY 
EMPLOYEES. 

To  the  Trustees  of  the  City  Club  : 

Your  Committee  on  the  Civil  Service,  which  has  under¬ 
taken  a  general  investigation  of  the  matter  of  existing  or 
proposed  systems  for  the  retirement  of  superannuated 
or  disabled  civil  employees  has  been  asked  to  present 
a  preliminary  report  on  a  bill  now  pending  in  the  Leg¬ 
islature  (Assembly  635,  Mr.  Yale’s)  creating  a  retire¬ 
ment  fund  for  municipal  employees  in  New  York. 

Aside  from  the  question  as  to  whether  it  is  or  is  not 
good  public  policy  to  pension  civil  employees,  which  need 
not  now  be  debated,  the  Committee  is  of  the  opinion  that 
the  system  proposed  by  this  bill  is  an  impossible  one.  It 
believes  that  the  plan  should  be  opposed  by  the  City 
Club  not  only  as  unsound  financially  and  incorrect  in 
principle,  but  as  liable  to  establish  an  extremely  trouble¬ 
some  precedent. 


The  Plan  Proposed. 


The  bill,  we  understand,  was  proposed  by  a  committee 
of  the  Civil  Employees  Association  of  New  York  and 
closely  follows  that  of  last  year  which  was  passed  by  the 
Legislature  but  vetoed  by  Mayor  McClellan.  It  provides 
for  a  fund  to  be  administered  by  the  Comptroller,  and 
includes  among  its  beneficiaries  all  city,  county  or  court 
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employees,  within  the  city,  who  are  not  at  present  pen¬ 
sionable  as  policemen,  firemen,  teachers  or  attaches  of 
the  Health  Board,  and  who  consent  to  certain  contribu¬ 
tory  deductions  from  their  salaries.  The  Mayor,  the 
Comptroller  and  the  City  Chamberlain  are  to  act  as  a 
Retiring  Board  and  the  following  extraordinary  pensions 
are  to  be  paid: 

(a)  One-half  the  amount  of  the  average  an¬ 
nual  salary  for  the  three  years  preceding  retirement, 
to  any  person  now  in  the  service  who  has  served 
twenty-five  years  or  who  may  hereafter  complete  a 
service  of  twenty-five  years;  this  pension  to  be 
granted  upon  the  employee’s  application,  without 
regard  to  his  age  at  the  time  of  such  application,  and 
to  run  for  the  rest  of  his  natural  life; 

(b)  A  similar  pension,  “within  the  discretion”  of 
the  Retiring  Board,  to  an  employee  who  applies  for 
it  and  who  has  served  twenty-one  years ; 

(c)  A  pro  rata  of  the  above  amount  to  any  em¬ 
ployee  who,  after  ten  years  service,  is  retired  for 
physical  disability  or  who  is  removed  or  suspended 
from  the  service  “through  no  fault  or  delinquency 
on  his  part,”  or  whose  position  is  “abolished.” 

Except  in  cases  of  physical  disability  there  is  no 
provision  for  compulsory  retirement  at  any  age. 

The  average  age  of  entrance  to  those  branches  of  the 
city  service  covered  by  the  bill  is  now  about  twenty-five. 

Large  numbers  of  clerks  and  others  are  appointed,  how¬ 
ever,  much  nearer  the  minimum  age  of  eighteen.  While, 
therefore,  the  average  age  at  which  an  employee  might 
retire  on  half  pay  would  be  from  forty-six  to  fifty,  ac- 
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cording  to  the  discretion  of  the  Retiring  Board,  it  is 
literally  true  that  an  able-bodied  man  might  be  given  a 
pension  at  thirty-nine,  or  at  forty-three  claim  one  as  a 
matter  of  right. 

The  Cost  of  These  Pensions  to  the  Employee. 

To  support  the  fund  that  is  to  pay  for  these  short-time 
“service”  pensions,  as  well  as  the  pensions  to  be  paid  to 
those  who  are  retired  for  disability,  or  who  are  removed 
without  fault  upon  their  part,  or  whose  positions  are  abol¬ 
ished,  it  is  proposed  to  make  percentage  deductions  from 
the  salaries  of  those  participating,  assessed  on  a  sort  of 
sliding  scale.  If  the  employee  has  performed  duty  for 
a  period  of  less  than  five  years,  he  is  to  pay  I  per  cent, 
annually  until  he  has  completed  five  years;  2  per  cent, 
annually  during  the  second  five  years ;  3  per  cent,  annu¬ 
ally  during  the  third;  4  per  cent,  annually  during  the 
fourth ;  5  per  cent,  annually  during  the  fifth ;  and,  if  he  is 
not  retired  within  this  period,  6  per  cent,  annually  for 
each  year  thereafter.  Those  who,  when  the  act  is  passed, 
have  been  employed  for  more  than  five  years  are  to  start 
with  the  annual  rates  of  the  five-year  period  in  which  their 
service  happens  to  be  running. 

Taking  the  permissible  retiring  ages  as  a  basis,  it 
appears  that  an  employee  retiring  after  twenty-five  years 
will  have  paid  in  the  aggregate  75  per  cent,  of  the  amount 
of  his  salary  for  one  year,  or  an  average  of  3  per  cent,  a 
year.  If  he  retires  after  twenty-one  years  he  will  have 
paid  an  average  of  2^2  per  cent.  And  these  percentages 
represent  the  maximum  of  payments  to  be  required  of 
anyone  now  in  the  service. 

This  maximum,  moreover,  would  be  required  only  of 
those  who  are  appointed  after  the  act  takes  effect,  or 
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who,  if  already  in  the  service,  have  been  there  for  less 
than  a  year.  An  employee  who  is  placed  on  the  rolls 
after  the  passage  of  the  act,  at  $1,500,  would  pay,  in 
order  to  become  entitled  to  an  annual  pension  of  $750 
for  the  rest  of  his  life,  either  $1,125,  should  he  retire  on 
the  completion  of  25  years,  or  $825,  on  the  completion  of 
21  years.  To  put  the  proposition  more  concisely,  a  man 
who  invests  each  year  for  twenty-five  years  3  per  cent,  of 
a  given  amount,  or  2^4  per  cent,  for  21  years,  is  for  that 
consideration,  to  receive  each  year  for  a  period  of  equal 
or  even  longer  length,  50  per  cent,  of  that  amount. 

As  the  assessments  in  the  earlier  years  would  be  based 
upon  salaries  naturally  much  lower  than  those  paid  at 
the  retiring  age,  the  actual  average  of  deductions  would 
be  very  much  less  than  the  indicated  3  or  2^4  per  cent. 

The  still  lower  rate  to  be  charged  those  ahead  in  the 
service  is  qualified  only  by  the  provision  that  no  one  shall 
be  retired  who  has  not  paid  to  the  fund  25  per  cent,  of  the 
amount  of  his  salary  for  one  year.  The  aggregate 
amount  required  of  a  $1,500  employee  now  in  the  service 
in  order  to  pension  him  at  $750  a  year,  would  be,  in  short, 
according  to  the  length  of  time  that  he  has  served,  as 
follows : 
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The  plan  as  these  percentages  run,  inverts  the  cardinal 
principle  of  annuity  insurance,  under  which  those  who 
start  at  the  more  advanced  ages  pay  increasingly  heavy 
premiums.  It  would  enable  most  of  the  older  men  in  the 
service  to  retire  on  half  pay  at  once  at  an  almost  nominal 
cost  to  themselves.  As  the  table  indicates,  for  periods  of 
service  of  from  sixteen  years  upwards,  life  annuities  of 
$750,  or  up  to  $1,500 — the  maximum  allowed — may  be 
given  in  return  for  a  payment  of  one-half  that  amount  for 
one  year. 


The  Cost  to  the  City. 

The  promoters  of  the  bill  estimate  that  about  8,000  em¬ 
ployees  will  seek  to  avail  themselves  of  its  benefits,  and 
that  this  total  will  grow  as  the  service  expands.  They  are 
proceeding  on  the  theory  that  the  assessments  for  which 
they  provide  will  make  the  fund  self-supporting,  but,  as 
an  “emergency  measure,”  propose  to  reserve  annually 
“not  more  than  1  per  cent.”  of  the  excise  moneys,  or 
about  $55,000  to  be  appropriated  by  the  city.  We  do 
not  question  the  good  faith  of  the  bill’s  advocates.  With 
a  very  keen  interest  in  the  success  of  their  plan  they 
declare  their  belief  that,  with  comparatively  little  aid 
from  the  city,  they  will  make  it  work.  A  brief  study  of 
the  proposition  must,  however,  lead  a  less  optimistic  per¬ 
son  to  a  very  different  conclusion. 

The  provision  made  for  pensions  based  upon  compara¬ 
tively  brief  time-service,  and  not  upon  the  attainment 
of  an  age  of  presumptive  superannuation,  is  in  itself  un¬ 
precedented  and  would  prove  unprecedentedly  expensive. 
To  couple  with  it  provision  not  only  for  those  who  become 
physically  unfit,  but  for  those  who  for  administrative 
reasons  are  removed,  or  whose  positions  are  abolished, 
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adds  another  new  and  very  remarkable  element.  Under 
the  English  civil  service,  though  the  minimum  retiring 
age  is  60  years,  and  though  persons  who  go  out  before 
that  age  for  any  other  reason  than  disability,  get  nothing, 
the  cost  of  the  pension  list  is  now  16  per  cent,  of  the  active 
salary  list. 

Yet  to  support  the  system  here  proposed,  with  all  of  its 
expensive  and  very  unusual  features,  there  is  to  be  vir¬ 
tually  nothing  beyond  the  percentage  deductions,  of  actu¬ 
ally  less  than  from  2^4  to  3  per  cent.,  with  such  additions 
as  may  come  from  the  6  per  cent,  payments  of  those  who 
do  not  retire  when  the  opportunity  is  offered  them.  The 
appropriation  from  the  excise  moneys  is  so  slight  that 
if  it  were  cut  out  of  the  bill  altogether  it  would  hardly 
affect  the  question  at  issue. 

From  the  fund  thus  made  up  there  is  to  be  paid  not 
only  the  50  per  cent,  pensions  of  those  who  make  the 
twenty-one  or  twenty-five-year  payments,  but  the  very 
heavy  proportionate  charge  for  those  who  go  out  earlier, 
through  disability  or  removal,  and  the  far  heavier  charge 
for  those  already  near  the  age  of  retirement  whose  pen¬ 
sions  are  to  cost  them  next  to  nothing,  and  who  must  be 
cared  for  also  out  of  the  payments  of  the  younger  men. 

It  hardly  requires  mathematical  demonstration  to  show 
that  the  share  of  the  cost  of  maintaining  such  a  system 
to  be  met  by  the  salary  deductions,  would,  as  the  calls 
upon  the  reserve  mounted  higher,  be  insignificant.  The 
city,  charged  by  the  act  with  the  administration  of  the 
fund,  and  committed,  as  in  effect  it  would  be,  to  its  sup¬ 
port,  would  be  called  upon  to  meet  the  increasing  de¬ 
ficiencies  until  we  should  have  a  “Civil  Pension  List,” 
with  little  pretense  of  its  being  anything  else.  Starting 
with  a  pensionable  body  of  8,000,  more  than  a  majority 
of  whom  would  in  time  be  eligible  for  retirement,  and 
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estimating  the  average  retiring  salary  at  from  $1,500  to 
$2,000,  we  should  in  time  have  an  annual  bill  under  this 
head  running  into  the  millions. 

The  Proposed  Federal  Plan. 

An  association  of  federal  employees  recently  secured 
from  the  Actuarial  Department  of  the  New  York  Life 
Insurance  Company  an  estimate  of  the  cost  of  a  retire¬ 
ment  plan  they  proposed  to  establish  at  their  own  expense 
in  the  Washington  departments.  The  figures  submitted 
have  a  very  pertinent  interest  in  this  connection.  The 
actuaries  were  asked  the  percentages  of  salary  deduc¬ 
tions  necessary  to  support  a  system  under  which  (a) 
none  would  retire  before  70  (b)  the  pension  to  be  one- 
sixtieth  of  an  average  annual  salary,  for  each  year  of 
service,  up  to  a  maximum  of  forty  years;  (c)  a  pension, 
similarly  calculated,  but  in  no  case  less  than  a  fourth  of 
the  retiring  salary,  or  less  than  $300,  to  be  given  to  those 
who,  after  ten  years’  service,  are  disabled;  and  (d)  no 
credit  to  be  given  the  prospective  pensioner  for  any  years 
of  service  prior  to  the  fund’s  establishment — a  very  mod¬ 
est  plan  compared  to  that  proposed  at  Albany. 

Two  alternatives  were  presented.  If  each  participant 
were  to  be  charged  according  to  his  age  at  the  time  of 
his  first  payment  the  deductions  were  to  be : 
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If  all  participants  of  whatever  age  were  to  be  charged 
alike,  under  uniform  assessments,  on  the  theory  that 
each  man  would  pay  the  full  amount  required  for  his 
own  pension,  the  assessment  for  each  year,  up  to  the  age 
of  seventy,  would  be  9  per  cent.  Allowing  for  lapses  of 
a  sort  that  would  rarely  occur  under  the  plan 
of  the  Yale  bill,  this  was  figured  down  to  7*^  per  cent., 
the  computation  in  each  case  assuming  that  2^4  per  cent, 
interest  would  accrue  from  the  accumulations. 

The  cost  of  the  Yale  bill  plan,  judged  by  these  figures, 
with  pensions  given  not  at  70  years,  but  at  from  40  years 
upward,  and  with  little  or  no  surplus  running  for  interest 
bearing  purposes,  may  be  left  to  the  imagination. 

Argument  for  the  Present  Bill. 

The  chief  argument  offered  in  defence  of  the  financial 
plan  of  the  bill  is  that,  although  the  age  of  retirement 
is  scaled  so  low,  the  great  majority  of  those  in  the  service 
would  remain  in  the  service  and  pay  the  increased  annual 
assessments  of  6  per  cent,  to  be  exacted  of  them,  rather 
than  take  the  chance  of  getting  only  inferior  employment 
on  the  outside.  This  element  is,  to  say  the  least,  uncer¬ 
tain  ;  the  dependence  placed  upon  it  we  believe  to  be  alto¬ 
gether  unsafe.  A  man  drawing  $1,500  who  is  pensionable 
has  the  alternative  of  staying  on  at  a  net  salary  of  $1,410, 
or  of  accepting  a  pension  of  $750,  with  only  $660  to  earn, 
in  order  to  do  as  well  in  other  employment.  The  average 
man  would  feel  that  he  had  more  than  a  fair  chance  to  do 
better.  The  6  per  cent,  assessment  would  serve  really  as  a 
premium  upon  retirement. 

The  advocates  of  the  bill  state  that  a  personal  canvas 
of  one  department — that  of  Finance — showed  that  out  of 
500  clerks  who  would  contribute  to  the  fund  only  four 
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intended  to  go  out  at  the  retiring  age.  But  a  disinter¬ 
ested  student  of  the  subject  can  hardly  give  weight  to 
evidence  of  that  sort,  as  against  actuarial  figures  or  the 
lessons  of  actual  experience.  In  the  Police  Department, 
where  the  men  cannot  retire  until  they  are  at  least 
fifty-five,  there  are  to-day  8,200  on  the  active  rolls,  while 
already  1,3 12, certainly  the  great  majority  of  those  eligible, 
are  on  the  roll  of  pensioners.  The  cost  of  the  Police  Pen¬ 
sion  Fund  for  the  year  of  1904  alone  was  $1,209,854,  of 
which  $900,000  went  to  the  retired  men.  Of  that  amount 
$218,771 — or  two-sevenths — came  from  two  per  cent, 
salary  deductions,  and  the  rest  from  the  public  treasury, 
while  the  shrinkage  of  the  reserve  almost  to  the  disappear¬ 
ing  point,  at  the  close  of  the  year  1904,  must  throw  upon 
the  city  an  even  greater  proportion  of  the  future  cost. 

Other  Arguments. 

The  argument  that  all  city  employees  should  be  pen¬ 
sioned  because  the  police,  the  firemen  and  the  teachers 
are,  does  not,  in  our  judgment  apply.  The  uniformed 
forces  perform  quasi- military  duty,  involving  more  or 
less  physical  risk  and  a  life  of  exposure.  The  teachers 
are  in  a  calling  almost  monopolized  by  the  city.  Leav¬ 
ing  this  after  any  considerable  length  of  service,  they 
would  have  little  chance  of  securing  similar  employment 
elsewhere,  and  the  salaries  they  receive  are  too  small  to 
permit  of  extensive  saving.  The  general  run  of  civil  em¬ 
ployees,  if  they  suffer  any  of  these  disadvantages, 
suffer  them  certainly  in  much  less  degree.  As  a  matter 
of  fact,  however,  their  salaries  are  higher  and  their  hours 
far  shorter  than  those  that  prevail  in  private  employment. 

The  argument  that  the  city  should  follow  the  example 
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of  the  Pennsylvania  Railroad  and  certain  other  corpora¬ 
tions  in  this  respect  has  even  less  application.  The 
Pennsylvania  Company  pensions  its  employees  at  the  age 
of  seventy,  or  those  from  sixty  to  sixty-nine,  who,  after 
thirty  years’  service,  are  physically  unfit.  The  pension 
given  is  limited  to  I  per  cent,  of  the  retiring  salary  for 
each  year,  up  to  a  maximum  of  40  per  cent.  But  the 
service  of  such  a  concern  is  absolutely  on  a  business  basis 
and  the  salaries  on  which  annuities  are  based  represent 
the  actual  business  value  of  each  man  in  his  position.  In 
the  city  service  that  is  not  the  case.  As  the  Mayor,  in 
his  recent  annual  message,  pointed  out,  in  urging  the  need 
of  a  systematic  re-organization  of  the  service : 

“Many  inequalities  remain  in  these  (the  clerical) 
branches  and  in  others,  in  the  rates  of  salary  paid,  in 
the  adjustment  of  salaries  to  the  duties  performed 
and  in  the  proper  description  of  duties  by  the  titles 
employed,  either  for  classification  or  office  purposes.” 

If  pensions  were  deemed  desirable  for  business  reasons, 
the  city’s  first  duty  certainly  would  be  to  put  on  a  busi¬ 
ness  basis  the  salary  system  itself,  on  which  such  pensions 
would  be  based. 

Reasons  Against  the  Bill. 

The  bill  should  be  opposed  for  the  reasons  that : 

I.  It  is  wrong  in  its  fundamental  principle,  the 
justification  of  any  pension  depending  upon  its  use 
for  the  relief  of  age  or  disability  alone; 

II.  It  not  only  substitutes  a  limited  time  service 
for  the  usual  basis  of  retirement,  but  fixes  no  age 
at  which  retirement  may  be  compelled,  failing,  there- 
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fore,  as  a  measure  for  the  correction  of  any  actual 
evil  of  superannuation,  if  any  exists ; 

III.  It  discriminates  sweepingly  in  favor  of  the 
older  men  in  the  service,  placing  the  expense  of  pen¬ 
sioning  them,  almost  wholly  upon  the  younger  men ; 

IV.  It  presents  a  financial  plan  based  largely 
upon  chance  estimates  of  the  number  of  those  who 
will  waive  their  rights  of  retirement  and  remain  in 
the  service,  a  plan  which,  tested  by  actuarial  tables, 
promises  to  yield  a  small  part  only  of  the  cost  of  the 
system  proposed ;  and 

V.  I  would  commit  the  city  to  the  support  of  a 
pension  list,  and  to  the  payment  of  increasingly  heavy 
deficiency  appropriations,  without  the  slightest  jus¬ 
tification  for  the  laying  of  such  a  charge  upon  the 
tax-paying  public. 

It  may  be  said  in  conclusion  that  if  it  were  in  fact  the 
plan  to  create  a  system  supported  by  the  contributions  of 
the  men,  it  would  not  be  necessary  to  involve  the  city 
in  any  way  in  the  undertaking,  for  the  employees  may  at 
any  time  organize  a  mutual  benefit  association,  under  the 
general  laws  of  the  State  that  would  adequately  serve 
such  a  purpose. 

Respectfully  submitted, 

George  McAneny, 
Homer  Folks, 

Elliot  H.  Goodwin, 
Nelson  S.  Spencer. 
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